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Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554

In the Matter of

Allocation of Costs Associated with
Local Exchange Carrier Provision of
Video Programming Services

CC Docket No. 96-112

INTRODUCTION

The New York State Department of Public
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hereby submits its comments in response to the Federal

Communications Commission's (Commission) Notice of Proposed

Rulemaking (Notice) regarding the allocation of costs associated

with the local exchange carriers' provision of video programming

services.

A primary goal of the 1996 Act is to foster accelerated

competition in all telecommunications markets. To that end, the

Act removed the prohibition against incumbent local exchange

carriers' provision of video programming in their service areas.

Because competition in the local exchange is only in its

incipient stages, particularly with respect to video services,

there remains much uncertainty as to the impact, extent, and

timing of the emerging competition. Therefore, any cost

allocation procedures adopted in this proceeding may need to be

revised in the future as competition continues to evolve. We

recommend that in its decision, the Commission direct that this

proceeding be reopened periodically to review and revise cost



allocation procedures in response to emerging competition and as

additional data and information become available. l

METHOD OF ALLOCATION OF LOOP COSTS

The Notice seeks comment on the tentative conclusion

that the Commission should prescribe a fixed factor for

allocating loop plant common costs between regulated and

nonregulated activities. (para. 42) The Notice concludes that

various usage-based allocations for loop plant would preclude

achievement of the best possible balance of goals and objectives

discussed in Section V.A. of the Notice. (para. 40) These goals

are threefold: to give effect to the provisions of the Act that

facilitate the development of competitive telecommunications

services, to give effect to the provisions relating to LEe entry

into video distribution and programming services markets, and to

ensure that ratepayers pay telephone rates that are just and

reasonable. (para. 22)

The NYDPS concurs that a fixed factor may be the most

appropriate method for allocating the costs of loop plant, in

hybrid voice-grade and video programming systems, between

regulated and nonregulated operations. It is generally not

possible to directly assign the common loop costs among services

in hybrid systems. Also, since loop plant is primarily non-

1 Revisions to Part 64 resulting from this proceeding will
likely have a significant impact on the cost allocation
procedures and regulated revenue requirements of LECs. The
Commission should consider such impacts as it formulates its
decisions in this proceeding.
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traffic sensitive, a usage-based cost allocation process

generally would not result in cost-causative allocations. A

simplified process employing fixed allocation factors would

facilitate regulatory oversight and compliance reviews, would

ease the cost and burden of administration to companies, and

could be applied consistently among carriers. Application of a

reasonable fixed allocation factor would protect ratepayers from

bearing the costs and risks of local exchange carriers'

nonregulated service offerings. However, it will be appropriate

for the Commission to consider other cost allocation

methodologies after the LECs enter the video services market. At

that time, the extent to which the LEes are able to utilize

existing loop facilities for video services will be clear, and

the associated costs can be allocated more precisely.

SPECIFIC ALLOCATION FACTOR

The Notice seeks comment on specific allocation

factors, such as 50 percent or some other factor, that would

adequately split the costs of loop plant between regulated and

nonregulated activities. (para. 39)

NYDPS believes that, ini t~ially, a 50 percent factor is

not unreasonable for allocating non-traffic sensitive embedded

costs of loop plant between regulated and nonregulated

activities. Local exchange carriers have not yet begun extensive

deploYment of competitive video services. Thus, there is no

meaningful basis on which to estimate the extent to which LECs
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may use existing loop facilities to jointly provide regulated and

nonregulated services. When competition and new nonregulated

services develop, the relative allocation of shared loop

facilities should be revisited. Until that time, a 50 percent

loop cost allocation factor would reasonably address concerns

regarding over-allocation of common loop costs to regulated

ratepayers. In addition, that factor is not unreasonable for

allocating spare fiber cable capacity

SUMMARY

For the reasons stated above, NYDPS believes that the

Commission should allocate the costs of loop plant based on a

fixed factor, and that a factor of 50% is reasonable. In

addition, the allocation methodology and specific factor should

be re-examined after the LECs have begun to provide video

programming services.

Respectfully Submitted,
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MAUREEN O. HELMER
General Counsel
New York State Department

of Public Service
Albany, New York 12223
(518) 473-8123

Of Counsel:
Mary Burgess

Dated: May 24, 1996
Albany, New York
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